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land labor productivity. This, as a long.term trend, should be taken into amount
----1

ir: entarpreneurial decisions,

Zrhard acknowledged that Japan's exports to the ..1 . 1derdeveloped areas are
1-cinz stiff conmettlienfreee oountries which have even lower ware and price levels,

that in these areas the reverse statement about the yen, nenely, that it is
i-vervalued, could be made, He Considered this a serious proble facing the Japan.

Sc.  economy and ore fors/414h he had no ready swayer, He warned spedfically
-.1nst the adoption of multiple exchanre rates as a solution,

1-eard . s oomments stirred a 3ood deal of discussion in the Japanese press
rn . 1. 1/4; rrom the criticism that he had advised Japan to take a course of action
tgu-: leuld obviously be contrary to its economic interests to a limited approval
oi the idea that Japan should concentrate :ore of its efforts on the raiainr of
,a1,,r -.:roductivity even if thereby wares would halve to be raised, The attack on
"mhard's statements centered on three points* (1) Japan's export prices for tem.
:-Iltt:: a.d sundries maybe low but prices of machinery, chemicals and other manu.
fc! . 1.r, d	 ds are not coupetitive in export markete, in fact are ofter hicher
than German comport nrices, (2) Fupandirr the home market and raising wages is a
luxury whidi ear:hangs-poor and export-deperdent Japan canoot afford, (5) The
criticism of the alleged propensity of Japanese businessmen "to run for gcmernment
protection every .. ine the economy gets into tremble" (a statement he made on
various occasions) was considered as ill befitting a Geramaindmister who must be
reallier with German cartel practices and the government. subsidies extended to
'Amman empnrters,

The head of the Foreign Office's Bureau of Economic affairs, Nebuhiku ITSHIBA,
explained to the Embesay that hard was not fully and fairly quoted in the press,
partly becanso of misunderstandingsariming out of ',he interpretation of his Osman,
Erhard was expounding nanaral and theoretical consideration, Ushiba believed, but
did not mean to reecerawaddadlnite policy steps, auoh as a general ware increase
or a chenne in the ex:Change rate. Dshiba is, of oourse, an old Osman hand and no
dolbt sought to put a good fame on Erhard's remarks, He is also every able offices.,
however, and the 3dhaley eeesidiers that hie espesitIon of Erhard's press oonfer-
ewe remarks was in considershle part a ueaftal oorrectire to 	 press treatment
given thus,	 n	 "

The Socialists quoted Erhard in the Diet in support of a stoner minimum
ware ler than the Government proposed bill, The business community felt that
Erhard bad given the kind of adviee be Japan that other countries have given
Germany in recent months, and that thee.mritiat Parents he made about Japanese
economic matters could easily be directed against German low Mak1301 an undervalued
mark, and the highly cartelised German business structure,

Ry far the most resisonahle explanation cane from the German Embassy in Tbkye
in a later conversation with Embassy officers, Ar official in charge of economic
and con:normal matters eaid that Erhard had given his lecture to the Japanese be..
cense Geroeut industry representatives had told him before ilia departure from
permany that Japan's export )rioes in Western &rope were intolerably low that the
teck-price system was ineffective, and that German domestic producers would be
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'ruined by .;apanese competition if the restrictions on imports of Japamese gocKh-m---1
! and tariffs were lowered. Similarly, German businessmen stressed to Erhard that

Japanese competition in Asianienrketowas a serious menace to German imparts.
This csmplaint, the Gorman officiel emplaned, must be understood in the light of
very heavy pressure from GATT on Germany to lower its import restriction' and its
7rifts forthwith. Thus, according to the German Embassy's explanations, Erhard

4g 1.F teliinz the Japanese why it would be difficult fbr Germany to make comes-
sin in the forthcoming trade talks with Japan. In fact, °gnaw had stalled
t.;-e? reopening of trade talks with Japan deliberately since the expiration of the

agreement in March 1967 and had only very reluctantly agreed to begin them
late Novenber.

Durine his visit to Japan, Want also talked with Foreign Minister FUJIYAK4
1.1-0 anister of International Trade and Industry, Tatannosuke TAKASAKI, the
C.1.rector of the Economic Planning Agency, Takeo HUI, and H-ato IKEDA„ Minister
of State withoug portfolio, Erhard asked rejtygma why Japan matinees to her
ifreign investment in Japan and argued strongly against Japan's restrictive atti.
t;;d04 eLd its unfounded fears of losing control over the dossed° coonomy if
foreign capital is admitted. Erhard also told the Japanese Government leaders
that the United States and Jepen mist take the lead in promoting ***node develop-
ment and the standard of living in South and Southeast Asia. Erhard stressed
his belief that private iniAlatial must take the lead in this respect. He
characterised the largely government sponsored programs (of the United States)
for 002110010 development as too ambitious, inefficient, and not eafficiently
directed toward the small fare and artisans most in need of help. He also
stated that Germany wee ready to cooperate in Asian economic development, although
in talks with the Japanese he evidently put stress on private rather than inter.
COvernmental action.

In conversation with TMOLtmdd„ he was asked whether Clermarry would consider
participation in finsncing the construction of the Aswan Dam jointly with Japan.
He reportedly answered that suoh an enterprise would exceed the economic strength
of Germany and Japan together and would in fact be infeasible without the
assistance of the United States. This comment is in line with others he madm
when questioned on the feasibility of a joint Gorman-Japanese economic approach
to development in underdeveloped areas. He invariably stressed that Germany,
and in his opindon also Japan, could only supplement the as stance which would
have to come mainly from the United States.

Another problem raised in public and private discussions in Japanese the
impact of the European Gammon Market on German-Jewess trade. &hard side.
stepped the question publicly by his remark that Jepan's prices were so low that
Oven after the innards of Waifs for the Oommon Market on January 1, 1999,
Japanese exports would be competitive in Europe. Takasaki reportedly mired
Erhard why Japan couldn't joints Gannon Market outright.
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r---- Anocedirg to the press, MITI Minister Takes*/ asked the German Rehm, ----1
/whether it would be feasible for Japan to Mat a bond issue in Germany, as it I
proposes to do in the United States. Theimmeibility of a JaPenese bold issue in
.Nximarg-was reported]; discussed with Nrhardon other ocoadons MP well, The
German Embank/ outrightXy denied that such discussions had tikmn plans. Minister
7akasaki also issued. denial.

In the wake of Ethard l s visit, an manounoemant was made by the Japanese Movers-
sent that trade talks would be held with Osman representatives in November 1.958 in
order to revive the defunot trade agreement, uhich expired in March 1957. The
German &baser told the abeam/ in this conneetion that there is much reluctance in
Germany to make concessions to the Japanese. The. Germans want to keep their import
restrictions and tariffs viema.vis Japan on the existing level and feel that no now
wnoessionts need to be made to stimulato trade with Japan, mhidm was high even
duiing the period of no egmmummt.

The Germans will send a delegation of government officials, rein/breed by a
CAT? "...Apart" to Tale, It i• expected that Japan will sek the Germans to abide
by the GOT recommendations that Gersten import rest:Mations be lowered, the
Goma= in turn mill suggest that on "sensitive" item, principally textiles, diinn.
ware, and toys, qmantitative restrietions should be imposed, M g:7w amok to put
ceilings on Japanese exports of such it by direst imiustry-to-industry
tions rather than by governmental agreement, however,

?or the Ambassadors

Bann. Thibodeaux
Mindster for Dioncede Affairs

Ehelommres Newspaper release
written by 114 Irberd
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